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REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE 
INFORMATION OF SIYATHEMBA MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 . I was engaged to audit the accompanying financial statements of the Siyathemba Municipality 
which comprise the statement of financial position as at 30 June 2009, the statement of 
financial performance, the statement of changes in net assets and the cash flow statement for 
the year then ended, and a summary of significant accounting policies and other explanatory 
notes, as set out on pages 33 to 61 . 


The accounting officer’s responsibility for the financiai statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements In accordance with the effective Statements of General Recognised Accounting 
Practice (GRAP) as set out in accounting policy note 1 and in the manner required by the 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) and for such internal 
control as the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 


The Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with 
section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 126(3) of the 
MFMA, my responsibility is to express an opinion on these financial statements based on 
conducting the audit in accordance with the International Standards on Auditing and General 
Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. Because of the 
matters described in the Basis for disclaimer of opinion paragraphs, however, I was not able to 
obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 

4. Paragraph 1 1 et seq. of the Statement of Generally Recognised Accounting Practise, GRAP 1 
Presentation of Financial Statements requires that financial reporting by entities shall provide 
Information on whether resources were obtained and used in accordance with the legally 
adopted budget. As the budget reporting standard is not effective for this financial year, I have 
determined that my audit of any disclosures made by the Siyathemba Municipality in this 
respect will be limited to reporting on non - compliance with this disclosure requirements. 
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Basis for disclaimer of opinion 
Basis of accounting 

5. I was unable to confirm the accuracy, occurrence and completeness of the presentation and 
disclosure of the financial statements due to the following: 

• In terms of Directive 4: Transitional Provisions for Medium and Low Capacity Municipalities 
issued by the Accounting Standards Board, the municipality has adopted the transitional provisions 
for the following GRAP Standards: 

• GRAP 12 Inventories 

• GRAP 13 Leases 

• GRAP 16 Investment property 

• GRAP 17 Property, plant and equipment 

• GRAP 19 Provisions, contingent liabilities and contingent assets 

• GRAP 100 Non-current assets held for sale and discontinued operations 

• GRAP 102 Intangible assets. 

6. Directive 4 exempts the municipality from measuring and recognising the municipality’s assets 
and liabilities covered by the aforementioned standards that were not previously recognised. 

7. The following disclosure was not made for the aforementioned standards as required by 
Directive 4: 

• The classes of assets and/or liabilities that had not been measured in accordance with the 
applicable standard of GRAP during the previous reporting period, but which are now so 
recognised. 

• The nature and amount of any measurement period adjustments recognised during the 
period. 


• Information on the progress made by the municipality towards measuring assets or liabilities 
in accordance with the requirements of the Standards of GRAP and recognising major classes of 
assets and liabilities that had not been recognised in full. 

• The records of the municipality did not permit the application of alternative audit procedures 
to confirm the accuracy, occurrence and completeness of the disclosure required by Directive 4. 

8. The financial statements have been prepared In accordance with Directive 5, Determining the 
GRAP Reporting Framework issued by the Accounting Standards Board. As disclosed In 
accounting policy note 1.1, the municipality must develop accounting policies in accordance 
with the effective Statements of GRAP. Accounting policies for material transactions not 
covered by the Statements of GRAP should be developed in accordance with paragraphs 7, 1 1 
and 12 of GRAP 3. The municipality did not develop and Include accounting policies for the 
following conditions and events presented in the financial statements: 

• Investment property 

• Leases 

• Impairment of assets 

• Financial instruments 

• Grants, transfers and donations 

• Intangible assets. 
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Property, plant and equipment 

9. I was unable to confirm the completeness, existence and rights pertaining to property, plant and 
equipment (including infrastructure assets) to the value of R126 771 518 as contained in note 6 
to the financiai statements, due to the foliowing: 

• The asset register was reconstructed in the current year. No reconciiiation of assets 
between the new asset register and existing asset register was prepared and provided by the 
Municipality. 

• Ail immovable properties owned by the municipality were not disclosed in the financial 
statements. 

• The existence of fixed assets amounting R2 757 828 could not be confirmed as the asset 
register did not contain unique numbers for individual items. 

• The accuracy of the depreciation charge of R4 597 976 could not be confirmed as the 
municipality used the maximum useful life as per MFMA Local Government Capital Asset 
Management Guideline and did not reconstruct the useful life in the same manner as the 
replacement value of the asset was reconstructed. 

10. The municipality’s records did not allow for the application of alternative procedures to confirm 
the completeness, existence and valuation of and the rights pertaining to property, plant and 
equipment. 

1 1 . Conditional grant funding amounting R3 673 000 received during the financial year were 
transferred to the district municipality. At year-end this project had been partially completed by 
the district municipality but not disclosed as capital work-in-progress in the financial statements 
of Siyathemba. Hence revenue was understated and fixed assets (work in progress) was 
understated by R2 156 000. Furthermore, the unspent portion of the mentioned grant 
amounting to R1 517 000 was not recognised as unspent conditional grants and receivables in 
the financial statements. 

12. The accounting policy stated in note 1.12 to the financial statements is incomplete as it does not 
describe the accounting treatment of property, plant and equipment as required by GRAP 17 as 
it pertains to: 

• Initial recognition 

• Subsequent measurement - revaluation/Cost model 

• Depreciation and impairment for infrastructure assets 

• De-recognition. 

Value-added tax (VAT) 

13. 1 was unable to confirm the completeness, existence, valuation and obligations of the VAT 
payable as disclosed in note 3.1 to the financial statements amounting to R1 435 650 (2008: 
R992 248). An unexplained difference of R512 484 (2008: R32 647) was noted between the 
VAT returns and the financial records. No reconciliation or explanation could be provided. The 
municipality’s records did not permit the application of alternative audit procedures. 

Receivables 

14. The municipality made provision for R13 742 313 for impairment of receivables, which is not in 
line with the municipality’s accounting policy. Further, IAS 39 Financial Instruments does not 
allow for blanket impairment. In terms of IAS 39 the municipality must assess at each reporting 
date whether a financial asset or group of financial assets is impaired. A financial asset or group 
of financial assets is deemed to be impaired only if there is objective evidence of impairment. I 
could not obtain evidence for the basis of impairment of R13 742 313. The municipality’s 
records did not permit the application of alternative audit procedures. 


// nf/eyffi/zeZi /r- //le 'i/aiH/ftn/ /ry f/ir en/ire /m/ (/e/f/<eyi nf/ f'/ri/f}/r (mf/ 'teyr/fr'i 


70 I P a g e 


AhJhJUAL KEPOKT 2008 -2009 -MUNICIPALITY SIYATHEMBA MUNISIPALITEIT 


15. The disclosure and measurement of receivables as financial assets and deferred assets as it 
relates to fair value measurement at initial recognition is not in line with the requirements of IAS 
39, Financial Instruments: Recognition and measurement. 

16. Sufficient appropriate supporting documentation could not be obtained for journals to the value 
of R112 549 (debit journals) and R213 150 (credit journals). Accordingly, the accuracy and 
occurrence of the journals could not be confirmed and the municipality’s records did not permit 
the application of alternative audit procedures. 

Investment property 

17. No accounting policy note detailing the initial recognition, subsequent measurement (fair value 
model) and de-recognition was included in the municipality’s financial statements to describe 
the accounting treatment of investment property as required by GRAP 1 6: Investment Property. 


Payables 

18. Creditors amounting R5 944 971, disclosed in note 3.3 to the financial statements are 
understated by R1 083 761 . The Municipality does not have an adequate system of capturing 
the year end provision for expenses, hence creditors and expenditure were understated by R1 
083 761. 

Conditional grants 

19. Unspent conditional grants disclosed as R57 103 in note 5, were materially understated by R1 
517 000 because the municipality failed to disclose unspent grant funding held at another 
municipality. Consequently, receivables were also understated by R1 517 000 as a result of the 
grant not being recognised. 

20. As disclosed in note 14.3 to the financial statements, the Municipal Systems Improvement Grant 
was overspent by R155 009. Such overspending should be expensed in the statement of 
financial position as no certainty exists as to the recovery of the amount from National Treasury. 
Hence expenses are understated and the surplus for the year is overstated by the said amount. 

21. Sufficient appropriate audit evidence could not be provided for MIG grants amounting to R362 
276 recognised in the prior financial year. Consequently the opening balance of the current 
year could not be verified. 

Revenue 

22. The completeness, accuracy and occurrence of revenue amounting to R33 961 842, as 
disclosed in the statement of financial performance, could not be confirmed or verified due to 
the following matters: 

• The valuation roll could not be reconciled to amounts billed in respect of rates as the 
valuation roll were updated with valuations but the rates applied related to the prior valuation 
amounts. 

• The valuation roll not being updated with property transfers and improvements. 

• There was an unexplained difference in respect of government grants received between the 
annual financial statements and the trial balance submitted for audit purposes, amounting to 
R432 345. 
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• Supporting documentation could not be obtained for revenue transactions amounting to 
R151 664, hence the accuracy, occurrence and ciassification of these transactions couid not 
be confirmed. 

23. Revenue amounting to R33 961 842 as disciosed in the financial statements is materiaily 
misstated due to the foiiowing: 

• Income received from the traffic department was understated by R863 298 as a result of a 
lack of reconciliations between the income generated by the traffic department and the 
amount received by the municipaiity. 

• Income and expenditure was understated by R376 020 as a resuit of the municipaiity 
recognising the grant funding received as a creditor. 

• The municipality recognised the iibrary deveiopment grant of R335 000 as revenue in the 
financial statements. Hence income was overstated and the unspent conditional grant was 
understated by the same amount. 

24. Consequently, income is understated by R904 318, expenses are understated by R376 020, 
accumulated surplus is understated by R428 298, receivable is understated by R863 298 and 
unspent conditional grants are understated by R335 000. 


Expenditure 

25. An unexplained difference existed between the income statement disclosures contained in the 
annual financial statements and the trial balance submitted for audit purposes: 


Expenditure item 

Trial balance (R) 

Financial 

statements 

(R) 

Difference (R) 

Employee cost (note 15) 

13 868 049.62 

14 392 150.00 

(524 100.38) 

General expenditure (note 20.5) 

3 955 851.78 

5 349 683.00 

(1 393 831.22) 

Grants and subsidies paid (note 1 8) 

6 145 629.05 

3 846 570.00 

2 299 059.05 

Remuneration of councillors (note 16) 

1 232 801.73 

1 181 584.00 

51 217.73 


TOTAL 25 202 332.18 24 769 987.00 432 345.18 


26. The available records did not permit the application of alternative means to verify the accuracy, 
completeness and disclosure of transactions. 

Provisions 

27. The municipality provides post-retirement medical benefits by subsidising certain retired staff 
according to the rules of the medical aid funds. The municipality accrued R19 520, as disclosed 
in note 4 to the financial statement, or the expected costs of these benefits, which is not in 
accordance with the South African Statement of Generally Accepted Accounting Practice, IAS 
19 Employee Benefits. In terms of IAS 19, all post-employment benefit plans are defined benefit 
plans and these plans may be funded, partially funded or unfunded. The municipality must 
account for the obligation using the Projected Credit Method to measure its obligations and 
costs. In the absence of an actuarial valuation, I could not confirm the obligations, current 
service costs, interest costs and the accumulated actuarial gains/losses. 
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28. No disclosure was made for long-term service bonuses as required by IAS 19. I was unable to 
determine the understatement of the obligation due to the lack of sufficient appropriate 
supporting documentation. 

29. The valuation of the leave provision as disclosed in note 4 of R693 968 (2008: R629 839) 
conducted by the municipality at year-end was incorrect and understated as the provision is 
calculated on the employee’s basic salary instead of cost to the company. 

30. The entity’s records did not permit the application of alternative procedures. 


Cash flow statement 

31 . GRAP 2 prescribes the classification and understandability of the cash flow statement. The 
cash flow statement was misstated as the increase in the accounts receivable of R521 750 was 
wrongly considered as a decrease in accounts receivable. The amount disclosed as cash 
generating from operating activities was therefore understated by R1 043 499. The cash flow 
statement also disclose an amount of R1 004 279 as decrease in non current investments. The 
current financial statement does not contain any figure for non current investments in current 
year as well as in the comparative. Net cash from investment activities was therefore overstated 
by R1 004 279. 

Disclosures 

32. The municipality did not disclose the financial risk management relating to financial instruments 
and the classification of financial assets and financial liabilities as required by IFRS 7 Financial 
Instruments Disclosures. These additional disclosures of financial instruments must be made in 
the notes to the financial statements. 

33. The necessary disclosure of change in accounting policy relating to initial implementation of 
Statements of Generally Recognised Accounting Practice (Statements of GRAP) that has an 
effect on the current period or any prior period, was not in accordance with paragraph 3.28 of 
GRAP 3: Accounting Policies, Changes in Accounting Estimates and Errors. The disclosure 
requirements include the statement on change in accounting policy in accordance with its 
transitional provisions, the nature of change in accounting policy, details of transitional 
provisions, the amount of adjustments for each financial statement for the current period and 
each prior period presented, and the effect thereof on future periods. 

Irregular, fruitless and wasteful expenditure 

34. The municipality did not comply with Supply Chain Regulation 43, as tax clearance certificates 
were not obtained from suppliers for the procurement of goods and services amounting to R1 
099 720. The completeness of this amount could not be confirmed in the absence of a system 
to identify and disclose all irregular expenditure incurred. 

35. Three quotations were not obtained for transactions amounting R474 417, which resulted in 
non-compliance of the supply chain management regulations, 2005 (Regulations 12, 16 and 
17). The completeness of this amount could not be confirmed in the absence of a system to 
identify and disclose all irregular expenditure incurred. 

36. The municipality did not comply with Supply Chain Regulation 44, since transactions amounting 
to R100 502 were entered into with employees of the municipality. The resultant irregular 
expenditure was not disclosed in the financial statements. 
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37. Employee cost amounting to R33 742 was incurred in contravention of chapter 1, part VII, C2 
and D of the Public Service Reguiations which shouid have been regarded as irregular 
expenditure and disciosed as such in the financiai statements, as required by section 125 (2) (d) 
(i) of the MFMA. The municipaiity fiiled a position without foilowing a recruitment process, as 
required by chapter 1 , part VII, C2 and D of the Public Service Regulations. 

38. Fruitiess and wastefui expenditure amounting to R158 325 was incurred because the 
municipality paid salaries to officiais from whom no services were received. 

39. Instances were noted where creditors ievied interest amounting R8 382 on iate payments. The 
amount of R22 845, which the municipality identified as interest paid, was disclosed under note 
30.2 to the financial statements. The completeness of this amount could not be confirmed in the 
absence of a system to identify and disclose all fruitless and wasteful expenditure incurred. 

40. Instances were noted whereby the Skills Development Levy and Vat returns were not submitted 
by the due date as required by legislation. As a result, penalties and interest amounting to RIO 
971 were incurred. The municipality has disclosed an amount of R22 099 under note 30.2 to the 
financial statements, the supporting documents for the same was not provided for audit 
purpose. 

41 . The municipality incurred fruitless and wasteful expenditure amounting to R30 846 as a result of 
salary payments made to an employee after dismissal. The municipality has disclosed an 
amount of R14 682 under note 30.2 to the financial statements, no adequate supporting 
documents were made available for audit purposes.. 

42. The accounting officer did not accurately report on the above fruitless and wasteful expenditure 
as required by section 32(4) of MFMA. 

Unauthorised expenditure 

43. 1 have compared the budgeted expenditure with the actual expenditure per the financial 
statements and found that various votes have been over-expensed. I was unable to obtain any 
supporting evidence that such over expenditure had been approved and authorised by means 
of an adjustment budget or by submission for authorisation to Council. This resulted in 
unauthorised expenditure amounting to R4 605 543 being incurred by the municipality. These 
amounts constitute unauthorised expenditure as defined in section 1 of the MFMA. The 
municipality has disclosed an amount of R2 902 494, note 30.1 to the financial statements; 
however, the calculation thereof was not obtained. 

Opinion 

44. Because of the significance of the matters described in the Basis for disclaimer of opinion 
paragraphs, I have been unable to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion on the financial statements of Siyathemba Municipality. Accordingly, I 
do not express an opinion on the financial statements. 

Other matters 

I draw attention to the following matters that relate to my responsibilities in the audit of the financial 

statements: 

Material inconsistencies in other information included in the annual report 

45. 1 have not obtained the other information included in the annual report and have not been able 
to identify any material inconsistencies with the financial statements. 
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Unaudited supplementary schedules 

46. The municipality provided supplementary information in the financial statements on whether 
resources were obtained and used in accordance with the legally adopted budget, In 
accordance with GRAP 1 : Presentation of Financial Statements. The supplementary budget 
Information set out in appendix E(1) does not form part of the financial statements and Is 
presented as additional information. Accordingly, I do not express an opinion thereon. 

Non-compliance with applicable legislation 

Municipal Management Finance Act, 2003 (Act No. 56 of 2003) 

47. The municipality did not settle Invoices amounting R187 787 within 30 days as required by 
section 65 (2) (e) of the MFMA. 

48. The accounting officer did not submit a report within 30 days after the end of each quarter 
informing the Auditor-General of the withdrawals for that quarter. This was in contravention of 
section 1 1 (4) of the MFMA. 

49. Reasons for the deviation from the tender procedures were not submitted to National Treasury 
as required by section 1 14 of the MFMA. 

50. The mayor did not submit a report to the council on the implementation of the budget and the 
financial state of affairs at the municipality within the prescribed period, as required by section 
52(d) of MFMA. 

51. The municipality did not adopt the oversight report as required by section 132(1) of the MFMA 
and as a result it was not submitted to the provincial legislature. 

52. The municipality did not update its website with the required information by section 75 of the 
MFMA. 

53. The municipality did not take all reasonable steps to ensure that any funds collected by the 
municipality on behalf of another organ of state Is transferred to that organ of state at least on a 
weekly basis; and that such funds are not used for purpose of the municipality as required by 
section 64(4) of the MFMA. 

54. The accounting officer of a municipality did not comply with the requirements of Section 64(4) of 
the MFMA in relation to the management of the revenue of the municipality. 

Municipal Supply Chain Management Regulations, 2005 (Notice 868 of 2005) 

55. During the audit of the supply chain management policy, the following cases of non-compliance 
were identified: 

• No documentation was available for the declarations of conflict of interest for tenders, as 
required by Supply Chain Management Policy Regulation 21(c). 

• No evidence was obtained to confirm the existence and functioning of the bid specification 
committee (Regulations 26, 27). 

• The accounting officer had not submitted to the council and mayor, within the prescribed 
time after the end of the financial year, a report on the implementation of the municipality’s SCM 
policy (Regulation 6). 

• The official supplier listing of accredited prospective providers of goods and services was 
not maintained by the municipal manager (Regulation 14). 
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Governance framework 

56. The governance principles that impact the auditor’s opinion on the financial statements relate to 
the responsibilities and practices of the accounting officer and executive management and are 
reflected in the internal control deficiencies and key governance responsibilities addressed 
below: 


Internal control deficiencies 

57. Section 62(1)(c)(i) of the MFMA states that the accounting officer must ensure that the 
municipality has and maintains effective, efficient and transparent systems of financial and risk 
management and internal control. The table below depicts the root causes that gave rise to the 
deficiencies in the system of internal control, which led to the disclaimer of opinion. The root 
causes are categorised according to the five components of an effective system of internal 
control. (The number listed per component can be followed with the legend below the table.) In 
some instances deficiencies exist in more than one internal control component. 


Par. no. 

Basis for disclaimer of opinion 

CE 

RA 

CA 

IC 

M 

5-8 

Basis of accounting 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

9-12 

Property, plant and equipment 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

13 

Vat 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

14-16 

Receivables 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

17 

Investment property 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

18 

Payables 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

19-21 

Conditional grants 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

22-24 

Revenue 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

25-26 

Expenditure 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

27-30 

Provisions 

5,6 

1,2,5 

1, 3,5,6 

2 

1,3 

31 

Cash flow statement 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

32-33 

Disclosure 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

34-42 

Irregular, fruitless and wasteful expenditure 

5,6 

1,2,5 

1,3,5,6 

2 

1,3 

43 

Unauthorised expenditure 

5,6 

1,2,5 

1, 3,5,6 

2 

1,3 


Legend 

CE = Control environment 

The organisational structure does not address areas of responsibility and lines of reporting to support effective 
control over financial reporting. 

1 

Management and staff are not assigned appropriate levels of authority and responsibility to facilitate control over 
financial reporting. 

2 

Human resource policies do not facilitate effective recruitment and training, disciplining and supervision of 
personnel. 

3 

Integrity and ethical values have not been developed and are not understood to set the standard for financial 
reporting. 

4 

The accounting officer/accounting authority does not exercise oversight responsibility over financial reporting and 
internal control. 

5 

Management’s philosophy and operating style do not promote effective control over financial reporting. 

6 

The entity does not have individuals competent in financial reporting and related matters. 

7 

RA = Risk assessment 

Management has not specified financial reporting objectives to enable the identification of risks to reliable 
financial reporting. 

1 
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The entity does not identify risks to the achievement of financial reporting objectives. 

2 

The entity does not analyse the likelihood and impact of the risks identified. 

3 

The entity does not detennine a risk strategy/action plan to manage identified risks. 

4 

The potential for material misstatement due to fraud is not considered. 

5 

CA = Control activities 

There is inadequate segregation of duties to prevent fraudulent data and asset misappropriation. 

1 

General information technology controls have not been designed to maintain the integrity of the information 
system and the security of the data. 

2 

Manual or automated controls are not designed to ensure that the transactions have occurred, are authorised, and 
are completely and accurately processed. 

3 

Actions are not taken to address risks to the achievement of financial reporting objectives. 

4 

Control activities are not selected and developed to mitigate risks over financial reporting. 

5 

Policies and procedures related to financial reporting are not established and communicated. 

6 

RealivStic targets are not set for financial performance measures, which in turn are not linked to an effective reward 
system. 

7 

IC = Information and communication 

Pertinent information is not identified and captured in a form and time frame to support financial reporting. 

1 

Information required to implement internal control is not available to personnel to enable internal control 
responsibilities. 

2 

Communications do not enable and support the understanding and execution of internal control processes and 
responsibilities by personnel. 

3 

M = Monitoring 

Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of internal 
control over financial reporting. 

1 

Neither reviews by internal audit or the audit committee nor self-assessments are evident. 

2 

Internal control deficiencies are not identified and communicated in a timely manner to allow for corrective action 
to be taken. 

3 


Key governance responsibilities 

IflThe MFMA tasks the accounting officer with a number of responsibilities concerning financial 
and risk management and internal control. Fundamental to achieving this is the implementation 
of key governance responsibilities, which 1 have assessed as follows: 


No. 

Matter 

Y 

N 

Clear trail of supporting documentation that is easily available and provided in a timely 

manner 



1. 

No significant difficulties were experienced during the audit concerning delays 
or the availability of requested information. 

X 


Quality of financial statements and related management information 

2. 

The financial statements were not subject to any material amendments 
resulting from the audit. 


X 

3. 

The annual report was submitted for consideration prior to the tabling of the 
auditor’s report. 


X 

Timeliness of financial statements and management information 

4. 

The annual financial statements were submitted for auditing as per the 
legislated deadlines in section 126 of the MFMA. 

X 


Availability of key officials during audit 

5. 

Key officials were available throughout the audit process. 

X 


Development of and compliance with risk management, effective internal control 

and 

governance practices 



6. 

Audit committee 
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No. 
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Y 
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• The municipality had an audit committee in operation throughout the 
financiai year. 

X 


• The audit committee operates in accordance with approved, written terms 
of reference. 

X 


• The audit committee substantiaily fuifiiied its responsibiiities for the year, 
as set out in section 166(2) of the MFMA. 


X 

7. 

internai audit 

Internal audit Is a shared service between the municipality and the 
district. Comments in this section are awaited from the district auditors, 
who, in turn, await comments from the district municipality - Pixley Ka 
Seme. 




• The municipality had an internal audit function in operation throughout the 
financial year. 

X 


• The internal audit function operates in terms of an approved internal audit 
plan. 

X 


• The internal audit function substantially fulfilled its responsibilities for the 
year, as set out in section 165(2) of the MFMA. 


X 

8. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of financial and risk management. 


X 

9. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of compliance with applicable laws and regulations. 


X 

10. 

The information systems were appropriate to facilitate the preparation of the 
financial statements. 


X 

11. 

A risk assessment was conducted on a regular basis and a risk management 
strategy, which includes a fraud prevention plan, is documented and used as 
set out in section 62(1 )(c)(i) of the MFMA. 

X 


12. 

Delegations of responsibility are in place, as set out in section 79 of the 
MFMA. 

X 


Follow-up of audit findings 

13. 

The prior year audit findings have been substantially addressed. 


X 

14. 

SCOPA resolutions have been substantially implemented. 

N/A 

Issues relating to reporting of performance Information 

15. 

The information systems were appropriate to facilitate the preparation of a 
performance report that is accurate and complete. 


X 

16. 

Adequate control processes and procedures are designed and implemented to 
ensure the accuracy and completeness of reported performance information. 


X 

17. 

A strategic plan was prepared and approved for the financial year under 
review for purposes of monitoring performance in relation to the budget and 
delivery by the Siyathemba Municipality against its mandate, predetermined 
objectives, outputs, indicators and targets as per section 68 of the MFMA. 

X 


18. 

There is a functioning performance management system and performance 
bonuses are only paid after proper assessment and approval by those 
charged with governance. 


X 


Clear tra 


I of supporting documentation and quality of financial statements 


Deficiencies in records management led to significant difficuities during the audit concerning delays. 
The accounting officer is responsibie to keep proper records of the 
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59. financial affairs of the municipality. Leadership should monitor transactions and events on an 
ongoing basis to ensure proper recognition and disclosure in the financial statements and that 
adequate supporting documentation exist and are properly filed. 

60. The financial statements compiled were not supported by proper and complete sufficient 
appropriate supporting documentation to facilitate the audit process. The submitted financial 
statements were also not reviewed against the GRAP guidelines to ensure compliance with the 
disclosure requirements. The accounting officer should ensure that a proper review is 
performed on the financial statements and that supporting documentation and an accounting file 
exists to support the financial statements. 

61. In the absence of appropriate GRAP training to the Municipality officers, the management had 
appointed external consultants to compile the financial statements and to assist with the 
completion of a GRAP compliant assets register. However, these actions have not had a 
positive impact, as is evident from audit findings reported in the current year relating to the 
presentation and disclosure of the financial statements and the completeness and accuracy of 
the assets register. 


Internal audit and audit committee 

62. The municipality has internal audit and audit committee functions performed during the year. 
The Internal audit and audit committee functions are imperative to ensure the proper 
implementation and monitoring of internal control. 


Risk management, internal controls and governance 

63. Inadequate accounting and internal control policies existed at the municipality resulting in 
various cases of non- compliance to legislation and accounting guidelines. 

64. Management should develop and implement an adequate fraud prevention plan. This needs to 
be communicated to all staff within the municipality to ensure adherence thereof. 

Follow up of prior year audit findings 

65. The implementation of audit recommendations requires improved monitoring and supervision by 
management. Action plans compiled to address audit outcomes should be reviewed, approved 
and monitored by council supported by the accounting officer. 

Reporting on performance Information 

66. There is no performance information system in place at the municipality. The IDP also is 
inadequate as the key performance indicators for the current year are not updated. Detailed 
standard operating procedures setting out the roles and responsibilities of all levels of staff 
involved in the collection and collation of performance information, from source document to 
reporting, has not been prepared and communicated throughout the entire municipality. This is 
indicative of a situation where adequate control processes and procedures were not designed 
and implemented to ensure the accuracy and completeness of reported performance 
information and adequate mechanisms were not established to monitor and review the 
performance management system. 


Investigations 

67. The Special Investigations Unit is currently investigating the possible occurrence of fraud at the 
traffic department. The investigation was still ongoing at the reporting date. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
Report on performance information 

68. I was engaged to review the performance information. 


The accounting officer’s responsibiiity for the performance information 

69. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must include its 
annual performance report, prepared by the municipality in terms of section 46 of the Local 
Government: Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA). 

The Auditor-General’s responsibility 

70. 1 conducted my engagement in accordance with section 13 of the PAA, read with General 
Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008 and section 45 of 
the MSA. 

71. In terms of the foregoing my engagement included performing procedures to obtain sufficient 
appropriate evidence about the performance information and related systems, processes and 
procedures. The procedures selected depend on the auditor’s judgement. 

72. I believe that the evidence I have obtained is sufficient and appropriate to provide a basis for 
the audit findings reported below. 


Findings on performance information 

Non-compliance with regulatory requirements- 

No reporting of performance information 

73. The annual report of the Siyathemba did not include its annual performance report, prepared by 
the municipality in terms of section 46 of the MSA, as required by section 121(3)(c) of the 
MFMA. As a consequence the consistency and reliability of performance information could not 
be tested and confirmed. 

Content of integrated development plan 

74. Siyathemba’s integrated development plan did not include the key performance indicators and 
performance targets of the current year, determined in terms of its performance management 
system, as required by sections 26(i) and 41(1)(b) of the MSA and Regulation 12 of the 
Municipal Planning and Performance Management Regulations, 2001. 

Existence and functioning of a performance audit committee 

75. Siyathemba did not appoint and budget for a performance audit committee, nor was another 
audit committee utilised as the performance audit committee, as required by Regulation 14(2) of 
the Municipal Planning and Performance Management Regulations, 2001 . 

Lack of adoption of a performance management system 

76. Siyathemba did not adopt a framework that describes and represents how the municipality’s 
cycle and processes of performance planning, monitoring, measurement, review, reporting and 
improvement would be conducted, organised and managed, including determining the roles of 
the different role players, as required in terms of Regulations 7 and 8 of the Municipal Planning 
and Performance Management Regulations, 2001 . 


No mid-year budget and performance assessments 
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77. The accounting officer of Siyathemba did not (by 25 January of each year) assess the 
performance of the municipality during the first half of the financial year, taking into account its 
service delivery performance during the first half of the financial year and the service delivery 
targets and performance indicators set in the service delivery and budget implementation plan, 
as required by section 72 of the MFMA. 

APPRECIATION 

78. The assistance rendered by the staff of the Siyathemba Municipality during the audit is sincerely 
appreciated. 


i4i46 h'f •• 


Kimberley 
30 November 2009 



\UDITOR-GENERAL 
SOUTH AFRICA 
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